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In the Matter of tks Petitlox for ) 
Redetermination Uz<tr the E ~ e r c e n c y  a j DECISION AN3 RECO~ENDATI
Telephone Users Scrcharge La): cf: \ 

i 

\ 

) No. - 3 

1 
Petitioner i 

The Appeals conference in the above-referenc~J matter 
was - held by Senior Staff Counsel James E. Mahler on I 

in Sacramento, California. 

Appearing for Petitioner: 

Appearing for the Excise 
Tax Division: Joel Ragsdale 

Senior Tax Auditor 

Protested Item 

The protested liability for the period July 1, 1989, 
through June 30, 1992, is measured by: 

Item Amount 

Other taxes, surcharges and fees 
billed to and paid by service 
users for intrastate telephone 
communication services 

Petitioner's Contention 

The disputed charges are "for other than communication
serviceu and are therefore expressly excluded from the measure o
the surcharge under Revenue and Taxation Code Section 41011. 

Summary 

Petitioner is a corporation engaged in the business of
providing long-distance telephone services. On its bills to 
subscribers for intrastate calls in California, it includes 
charges for California Public Utilities Commission fees ("PUC 
feesu), Universal Lifeline Telephone Service surcharges 
("Lifeline surcharges"), Deaf and Disabled Telecommunications 
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Frograr. s.;rcharces d : ''253 s,~rc?-zrzzs" - ; azd the Los A..celes C o z ~ t y  
v-,ility ;rse-s tax - 
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: I 1  - . -.-, - issze is whether the arr.ocn:s 

so billed are 1 r p  1 =r. -.. - +-La ,..- -> ; - . .Ye  ...-, sL,, of the Emergency Telephone 
Users s ~ ~ Y - ' c  u-  L,la~ge. 

. - .  
The L ~ f e - ~ n e  azd 053 sxrc?.arges . . were listed as 

separately stazed cksrqss 
e - oz ctz;t:onerfs invoices to its 

subscribers. -A C 

L.,- - .  rees :.;?rt - apparectly comrr,ingled with cther 
charqes under the iasel "Staze ark Lczal Surcharges". The LA tax 
was commingled witk. other charges labeled "State and Local Tax". 

Analvsis and Conclusions 

Revenue acd 7'axatl~- Code section 41020 imposes the 
surcharge as a percentags of "eharges made for such [intrastate 
teiephone comnunicationl services . . . . "  Section 41021 requires 
the service supplier to collect the surcharge from the service 
user, and section 11023 provides that the amounts the service 
supplier is require2 to collecc are "debts owed by the service 
supplier to this state." 

The term "charges for services" is defined in section 
41011 of the Code, ir. relevant part, as follows: 

"'Charges for servicesf means all charges billed 
by a service supplier to a service user for intrastate 
telephone communica~ions services . . . .  'Charges for 
servicesf shall not include any tax imposed by the 
United States or by any charter city . . . .  

"'Charges for services' shall not include . . .  
charges fcr other .than communications service . . . . "  

Petitioner contends that taxes are never charges for 
communications services. They are lmposed by governments for 
purposes that may or may not be related to communications, but 
they are not part of the service and are not necessary to the 
service itself. By definition, taxes are for "other than 
communications service" and are therefore excluded from the term 
"charges for services". 

The argument proves too much. Statutes must be 
interpreted to give effect to the whole, so that no part is 
rendered useless or meaningless. (California Code of Civil 
Procedure, § 1858; see also Lcs Anqeles County v. Emme (1941) 42 
Cal.App.2d 239.) Eere, the statute provides that "charges for 
servicesr1 do not include "any tax imposed by the United States or 
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- - - -  "charges for services". 
specifically, i: .--- . 0r fee itself that is included, 
but rather the re;z5xrsere~-: therefor. Taxes and fees are simply 
part of the service scppllz's casts of doing business, just as 
overhead and other cgara:ing expenses. When those costs are 
passed through to tts serxrlce zser, the reimbursement is a 
necessary part of :be charge far the cor,munications service and 
is therefore sub;e;: to ttf sxrcharge. 

rn lhis prscise issc? was presented to the Board in a 
prior audit of psriticner, and the Board upheld the staff's 
nosition. 
i 

The EotLce of Re6etermination in that matter states: 

" . . .  The Board further concluded that the fee and 
tax liabilities of petitioner, which petitioner 
separateiy itemizes and passes through to subscribers, 
are not excluded from taxable revenues because they are 
part of petitioner's operating expenses. Only taxes 
and fees inposed directly on subscribers by statute are 
excludable from taxable revenues....." 

In accordance with the Board's decision, the staff now 
concedes that the LA tax is not subject to the surcharge because 
it is imposed directly on the service- users, not on petitioner. 
We have not seen a copy of tha ordinance imposing the tax, and 
have therefore not been able to review the staff's conclusion, 
but since the tax is named a "Users Taxu we assume the staff is 
correct. Accordingly, we recommend a reaudit to remove the LA 
tax from the measure of the surcharge. 

The PUC fees, however, were imposed directly on 
petitioner. Subdivision i a )  of Public Utilities Code section 401 
provides that the fee is inrended to fund the Public Utilities 
Commission and is "imposed u?on . . .  each public utility that the 
commission regulates.... fact, the PUC fee is the precise 
fee at issue in petitioner's prior audit, and the Board found 
that the amount 05 this fee which petitioner passes on to its 
subscribers is a "charge for service". We recommend no 
adjustment for this fee. 

The Lifeline and Z&D surcharges were apparently not 
involved in the prior audit; at least they were not discussed in 
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d e c i s i ~ ~ .  We t-,sr,fo-5 =.:;-:-. tc t-5 s:atctes asthsrizins zkose 
surcharges to P S - - V - -  . L - Z  ..,-.zi . .  -3,- - -;-- ~ B j e c t  to the '7eleshc
Users surcharge. 

7 . ?  - The ~ ~ r e l - c e  s:rczzrs? .., is a:th=rized by secticns 8 7 :  
sea. cf ti-.e PuSllc Ct~l:::es Cs2". Seccioz 871.5 c~ciarss the 
Legisiature's iRZest to ir-s~re - "basic tele~hoxe service at 
afforczble rates tc t k z  cr3a~est - .  xzrLbsr of citizens . . . . "  Under
section 874, the chars? fcr -1fe1ine services is to be lower tk
the basic telephone races. S2ctic~ 879, subdivision (a), 
requires telephone cozpsnies to inlorn the Public Utilities 
Commission of their fun~lzg requirer,ents for providing lifeline
services. Subdiviicr, ib,  aatkorizes the commission to "issue
order setting . . .  t h e  ffc.dlr.g nethods". The statute continues:

(b) m. 
I1 . . .  -ne ~or~nission may establish a lifeline

service p o l  cc~.posed of the rate adjustments and 
surchargls ir.posed by the commission pursuant to this
section for the pursose of funding lifeline telephone
service. 

" ( c )  Any ordor issued by the commission pursuant
to this section shall require teiephone corporations 
providing lifeline telephone service to apply the 
funding requirenent in the form of a surcharge to 
service rates which rr,ay be separately identified on t
bills of customers using those services . . . . "  

As for the D&D surcharge, Public Utilities Code secti
2881, subdivision ( a ) ,  directs the Public Utilities Commission 
"design and implement a program whereby each telephone 
corporation shall provide a telecommunications device" for peopl
who are deaf or hearing impaired. Subdivision (dl provides: 
"The commission shall establish a rate recovery mechanism throu
a surcharge . . .  to allow telephone corporations to recover cost
as they are incurred under this section." 

These statutes are certainly not modeis of clarity. 
both cases, however, telephone service suppliers must incur 
extraordinary costs to provide special services or equipment to 
needy individuals. To reco-2 those costs, the suppliers are 
allowed to increase (i. e., add a surcharge to) the rates charged
to the general public for telephone services. Since the 
surcharges are simply additional amounts which the general publi
must pay for telephone services, they are "charges for services
under Revenue and Taxation Code Section 41011. The audit 
properly included them in the measure of the Emergency Telephone
Users Surcharge. 
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